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STATE PLANUNDER TITLE XIX OF THE SOCIAL SECURITYACT 
State: MICHIGAN 

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

3 .  TEFRA Limited Cost Based 

State-owned psychiatric hospital are reimbursed for allowable operating costs under Medicare 
Principles of Reimbursement with TEFRA limits applied. 

4. Cost Reimbursement 

The operating payment for services provided to Medicaid recipients in distinct part 
rehabilitation units will be madeat full cost using Medicare principles of allowable costs. 

5 .  Capital 

Capital costs are reimbursed using a system based onallowable costs with occupancy 
limitations for some hospitals and units. 

6. Graduate Medical Education 

Graduate medical education costs are reimbursed by formula and grant as explained in Section 
111-J. 

B. Lesser of Rate or Charges 

Total payments for program inpatient services will be limitedto the lesser of total payments or t i l l  
charges, in aggregate, for each hospital. If the aggregate program charges are less than total payments, 
the difference will be gross adjusted. This review and adjustment will occur coincident with 
adjustments for capital and direct medical education costs, at the facility fiscal year end. 

C. Interim payments will be made in compliance with 42 CFR 413.60 et seq. 
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STATE PLAN UNDER TITLE Xu( OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

6. Readmissions 

Readmissionswithin 15 days for a related condition, whether to the same or a different hospital, 
are considered a part of a single episode for payment purposes. 

If the readmission is to a different hospital, full payment is made to the second hospital. The 
first hospital’s payment is reduced by the amount paid to the second hospital. The FIRST 
hospital’s payment is never less than zero for the episode. 

Readmissions for an unrelated condition, whether to the same or a different hospital, are 
considered separate episodes for payment purposes. 

7. Percent of Charge Reimbursement 

The payment amount for pancreas transplants and for claims that fall into DRG 103,468,472, 
480 or 481 istotal hospital charges times the hospital’s cost to charge ratio. These claims are 
removed from relative weight and DRG price computations. 

The ratio is the hospital’s Title XIX operating costs to Title XIX total charges as obtained from 
filed cost reports for fiscal years ending between October 1, 1990 and September 30, 1991. 

8. Hospitals Outside of Michigan 

MedicaVsurgical hospitals not located in Michigan are reimbursed under the DRG system. The 
DRG price is the truncated mean of base prices for hospitals located in Michigan adjusted only 
for inflation. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

METHODS OF PAYMENT OFREASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

5 .  Hospitals Outside of Michigan 

Distinct part psychiatric units not located in Michigan are reimbursed using aper diem rate. 
The per diem rate is the lesser of the average (weighted by days during the base period) per 
diem rate plus inflation for distinct part psychiatric units located in Michigan or 1 10% of the 
50th percentile of the base per diem rate plus inflation for distinct part psychiatric units located 
in Michigan. 

Freestanding psychiatric hospitals not located in Michigan are reimbursed using aper diem rate. 
The per diem rate is the average (weighted by days during the base period) per diem ratefor 
freestanding psychiatric hospitals located in Michigan adjusted only for inflation. 

Distinct part rehabilitation units not locatedin Michigan are reimbursed using a per diem rate. 
The per diem rate is $400. 

6.  MedicaL/PsychiatricDistinct Part Units 

Upon a hospital's written request and assurances to theMedicaid Program, a Medicare 
recognized distinct part psychiatric unit shall be designated under Medicaid as a 
medicallpsychiatricunit if, in addition to the regular criteria for psychiatric admissions, the 
admissions criteria for the unit includes requirements that all patients either: 

have a medical condition that makes treatment in a standard psychiatric unit inppropriate or 
unrealistic; or 

0 need extensive medical diagnostic evaluation. 

On the October 1st immediately after one full hospital cost report year of operation under the 
conditions specified above, if ahospital has no paid claims from themedicallpsychiatricunit in 
its base year, a special hospital specific per diem rate will remain in effect (with the inflationary 
updates and disproportionate share adjustments that apply to regular distinct part psychiatric 
units) until the unit has paid claims and cost data to compute a per diem rate as part of the 
normal rebasing process. 

To compute the special per diem rate, the MSA will use the methodology below basedon filed 
cost report data. The hospital must exclude start up costs in determining the Medicaid 
MedicaL/PsychiatricUnit costs. 

TN NO. 97-08 Approval Effective Date 0 4/0 1/9 7 
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STATE PLAN UNDER TITLE XIX OF THE SOCIALSECURITY ACT 
State: MICHIGAN 

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

3. Michigan State-Owned Hospitals 

Reimbursement to Michigan state-owned hospitals is allowable costs under Medicare principles 
of reimbursement as freestanding psychiatric hospitals exempt from the prospective payment 
system. 

4. Hospitals Outside of Michigan 

MedicaVsurgical hospitals not located in Michigan are reimbursed under the DRG system. The 
DRG price is the truncated mean of base prices for hospitals located in Michigan adjusted only 
for inflation. Hospitals which have charges that exceed $250,000 during a single fiscal year 
(using the State of Michigan fiscal year-October 1st through September 30th)may be 
reimbursed using the hospital's actual cost to chargeratio applied to Michigan MedicaidDRGs 
(reimbursed by percentage of charge). The hospital's chief financial officer must submit, and 
the MSA must accept, documentationstating the hospital's in-state Medicaid cost to charge 
ratio. Once accepted, the hospital's actual cost to charge ratio will be applied prospectively to 
those patient claims and DRGs subject to percentage of charge reimbursement. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITYACT 
State:MICHIGAN 

METHODS OFPAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES 

3.  Other Hospitals 

If a hospital is not eligible to be a sole community provider and is not located in a rural area, 
capital REIMBURSEMENTwill be limited ifoccupancy in the hospital is less than 75%during the 
hospital’s fiscal year. For hospitals with occupancy less than 75%, the Medicaid reimbursement 
for capital will be: 

Occupancy x Medicaid Share of Capital

0.75 


If occupancy is at least 75%, the Medicaid reimbursement for capital will be 100% ofthe 
Medicaid share of capital. 

4. Hospitals Outside of Michigan 

MedicaVsurgical hospitals not located in Michigan receive a per case add-on amount to cover 
capital cost. 

Freestanding psychiatric hospitals and distinct part psychiatric units of hospitals not located in 
Michigan receive a per day add-on amount to cover capital cost. 

The add-on amounts are an estimate of the statewide average paid to hospitals located in 
MichIgan.Capital payments to out-of-state hospitals are not cost settled. 

. 
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